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THE  IOC  WILL  BE  FLEXIBLE  WITH  LATE  PAYMENTS  FROM  NEPAL 


IQ.  (C)  The  Nepal  Oil  Corporation  (NOC)  and  Indian  Oil 
Corporation  (IOC)  concluded  a three-day  review  meeting  on 
December  25th  in  which  the  IOC  stated  it  "would  extend 
maximum  help"  to  the  NOC  regarding  the  NOC ' s request  to 
extend  payment  deadlines.  The  NOC  has  recently  paid  import 
bills  late  and  in  installments  (reftel).  Suresh  Kumar 
Agarwal,  Director  of  Marketing,  NOC,  told  Emboff  that  "the 
IOC's  response  to  more  flexible  terms  of  payment  as  proposed 
by  the  NOC  was  very  positive."  Agarwal  added  that  the  issue 
of  the  NOC ' s outstanding  interest  payments  (charged  by  the 
IOC  on  late  payments)  to  the  IOC  was  not  discussed  at  the 
meeting . 

MORE  COOKING  GAS  AND  NEXT  REVIEW  MEETING 


1.2.  (U)  The  IOC  agreed  to  the  NOC ' s request  to  supply  more 
cooking  gas. 

1.3.  (U)  Per  an  agreement  between  the  IOC  and  NOC,  review 
meetings  are  to  be  held  every  six  months.  However,  this  was 
the  first  review  meeting  held  in  two  years.  The  two  parties 
scheduled  the  next  review  meeting  for  February  2006  in 
Mumbai,  India. 

COMMENT 


14.  (C)  While  deregulation  of  the  petroleum  industry  would 
solve  the  subsidy  problem,  the  move  would  be  unpopular  with 
voters.  With  municipal  elections  scheduled  for  February 
2006,  Post  does  not  expect  His  Majesty's  Government  of  Nepal 
to  deregulate  the  petroleum  industry  anytime  soon.  The 
current  practice  of  late  and  installment  payments  to  the  IOC 
is  likely  to  continue.  Further,  Post  believes  that  the  IOC 
probably  chose  not  to  discuss  outstanding  interest  payments 
because  the  issue  was  less  urgent  than  receiving  payment  for 
imports  in  general. 

MILLARD 


